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TX  -  PAID  UP 


STOira  AOT  OF  TOE^^  MAY  REMOVE  OR 

NO  SURFACE  USE 
PAID  UP  OIL  AND  GAS  LEASE 

inc.,  whose  address  is  810  kJLtZwJ^^^^  T™  ^  aS  ^  ^  ™> 

premises  shall  include  all  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto  Lessor  a*™*  to 
execute  at  Lessee's  request  any  additional  or  supplemental  instruments  reasoZlU^^fTtm^Zm^e  ^ 

^£zn  f  e  ler?.d  premises- 10  ** cvem  ^ owns  additi°^  ^^^^iffis^ 

was  originally  paul  Lessee  shall  pay  additional  bonus  at  the  rate  per  acre  on  which  bonus  was  origSly^  whoZ 
Lease  was .acquired.  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  h,rcJ"lmL7lZ^ 
acres  specified  on  Exhibit  "A"  shall  be  deemed  correct,  whether  actually  more  or  less.  & 

thh  ?««35f"K  Tf iS  *f ^  ^i?*!^"  ^  fequiring  n0  rentaIs-  Subject  to  ^  other  Provisions  contained  herein, 
this  Lease  shall  be  for  a  term  of  Th^e  (3)  years  from  the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as  oii 
or  gas  or  otto  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands 
pooled  therewith,  or  this  Lease  is  otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.     Royalty.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  be 
twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's 
credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such 
production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the 
same  field,  then  m  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity- 
and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  twenty  five 
percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the  point  of  sale,  less  a  proportionate 
part  of  ad  valorem  taxes  and  production,  severance  or  other  excise  taxes,  and  less  the  permitted  unaffiliated  third  party 
deductions  described  below;  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the 
prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then 
prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable 
purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its 
purchases  hereunder.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  drilled  but  not  fraced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay 
shut-in  royalty  of  fifty  dollars  ($50.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90-day  period  and 
thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are  shut-in.  or  production 
therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being  maintained  by  operations, 
or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no 
shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production. 
Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that  after  the  expiration  of  the 
primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  of  shut-in  royalty  for  more  than  a 
single  period  of  up  to  two  (2)  consecutive  years. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing 
plant  in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  higher 
of  the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substances 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon  the 
higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products.  Notwithstanding 
anything  to  the  contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid  by  Lessee,  in  no  event  shall 
any  of  Lessor's  royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs,  including  costs  of  lifting, 
gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture,  processing,  treating  or  marketing, 
or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or  equipment  for  processing  or  treating  oil  or 
gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no  event  shall  Lessor  receive  a  price  greater  than  or 
less  than  Lessee  in  sales  to  nonaffiliates. 


As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than 
ten  percent  ( 1 0%)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  ( 1 0%)  of  the 


outstanding  voting  interest'  or  (U\  u 

whieh  is  incapable  of  produc,,g  jn 

permanently  ceases  from  any  cause,  includingT^vlstn  oTuni,  hn  J  ^°dUCti°n  <Whether  0r  not  ™  Paying  quaS 
act.on  of  any  governmental  authority,  then  f„  thTevem  1  h    I  T ™' t0  the  provisi°"s  of  Section  6  or  , he 

neverthekss  remain  in  force  if  Lessee  commences  0  "  Ion!  f  T  °therW'Se  ^  maintained  force  *  shall 
well  or  for  otherwise  obtaining  or  restoring ZZZTo: Ttt *"  we"  °r  «»  drilling  an  addi.iona 

hundred  (180)  days  after  completion  of  operations  on  "uc^  £  n7     Tu'-88*  °f  landS  P°0,ed  *™"*»  within  one 

ma^0nH0fa"/r0dUCti°n-  If  3t  1116  end  °™e  P^  term  oTattv^rTe  h"  °  »  ^  8nd  ('80)  days  after  »^ 
mamtamed  m  force  but  Lessee  is  then  engaged  in  dm  TrZl^a  T^'  'hlS  Uase  is  not  °the™se  being 

obtam  or  restore  production  therefrom,  this K  "ha  H  ^nT^  "i"*  0Perati°nS  reaSOnably  calcula^  to 
prosecuted  w,th  no  cessation  of  more  than  ninetv 90?™  !  *?  '°ng  35  a"y  0ne  or  more  °f such  operations  are 
production  of  oil  or  gas  or  ^s^^J^^^^  such  operations  result  in  t" 

fern  the  leased  premises  or  lands  pooled  therewith  AAb^^^T  »  P™*"*"  ™  Paying  quantities 
hereunder,  Lessee  shall  drill  such  additional  wells  o Til Zed  r, remit *"  ?fe  ofproducing paying  quantities 
prudent  operator  would  drill  under  the  same  or  sim fee tonS^S     -T  ^  p0O,ed  as  a  reasonably 

then  capable  of  producing  in  paying  quantities  on  hi  1,^  ^  (  }  °  deVe'°P  the  leased  Premises  as  to  formations 

.eased  premises  from  uncompensated  Sag  by  a  y wXor  ^TZ^  T'f  <*  (b)  to  pr~* 

shall  be  no  covenant  to  drill  explonaory  wel.L  any  ^  ^  ^  "^SJ^^^  Th- 

inters  thSith^T^^  »  P°°'  a»  Pa«  of  the  leased  premises  or 

by  th,s  lease,  either  before  or  after  the  comment „ of  pVlctio ntHl™!'  °? *  "*  "  a"  SUbStenCeS  Covered 
so  in  order  to  prudently  develop  or  onerate  thTlZ^  pr0dUctlon'  whenever  Lessee  deems  it  necessary  or  proper  to  do 
respect  to  such  other  Jds  or  ZZ^Z  n^ever  Zl^Idr  1  °r  T  ^  ^  authVex£s  "1 
included  in  any  unit  created  pursuant  to  the  P<nUn°7ZZte  llul7u  ™  Prem'S,eS  C°Vered  by  this  Lease  shall  be 
well  which  is  not  a  horizontal  completion  shah no,  exteTeS  1^  f  ^  by  SUC"  P°°lin«  for  a"  oil 
percent  (10%),  and  for  a  gas  well  or  a  horizonte  complettof  fhill  ^  *  "  7  *  Tximum  acreaSe  *>^ance  often 
maximum  acreage  tolerance foften  percent  (™Tlovti!dZ»T  f  «ed  slx  hundred  forty  (640)  acres 
horizontal  completion  to  conform  to  »y  weV  paZ or  densft^ **  m  0"  We"  or  ^  ™"  « 

governmental  authority  having  jurisdiction  to  doTn  Z  *  P  f  u  may  be  Prescrib<*l  or  permitted  by  any 
shall  have  the  meanings  prescribe!  by  appl Lble Taw  °  tt  PUrp°Se  °f the  fore8°inS>  *e  "oil  well"  and  "gas  we.l" 
prescribed,  "oil  well"  means  a  rt^it^T^!^  aUth°rity'  if  "0  defin*°"  is  *> 
means  a  well  with  an  initial  v^O^J^m^  !  C"bic  feet  per  barrel      "§as  ^11" 

conducted  under  normal  producmg  conditions  usla  stUr^  T  "  m°re  Pe?^e''  ^  °"  24-hour  production 
and  "horizontal  completion"  n^?SKSSe1^^?l  ^         ^ff  °r  eqUiVa'e"t  teStinS  e"ui« 
reservoir  exceeds  the  vertical  componem  Lreof  In  exercis Z  iK  C°  r"0"^  "l*6  ^  C°mpleti°n  interval  in  the 
first  production,  Lessee  shall  file  of  r?cordTwri»l  H   ,  J  "ghtS  hereunder.  within  ninety  (90)  days  of 

pooling  which  may  be  tJS^^^^^^T^  ^"T^  the  unit  «««  stating  the  effective  date  of 
acreage  shall  be  included  Production^ dri St.     t  CSSOr  S  aCreage  'S  'ncluded  in  a  wel1'  a»  of  Lessor's 

premises  shall  be  treated  as  tffttSc^^^Z^  °PT,10nS  on  a  unit  includes  the  leased 

production  on  which  ^s  ZSl^M^il^T^  °perat'°f  °"  the  'eaSed  premises>  ™^  *at  the 

stating  fhe  eflecSn«^^S\^.S?  ^  Tf"  dedarati°n  describin8  the  revis^  unit  and 

in  such  par.  J ^he  leased  presses  '"        ^  °f  ^  M  PKmiseS  ^  t0  the  fu"  mineral  es«ate 

transferredtSrin^r^ea0^^^  ^  ST"^         *"  deV'Sed  °<  0th°™° 

--extend  to, heir  resper'n^deS 


mimmmsm 

9-      Release  and  v^rtiml  Pueh  Clanc-    t  a 

the  deepest;  provided,  however,  If  Lessee  is  then  eZi  a  PKmSeS  0ron  lands  P°o1^  therewith  whicheve  is 

therewith,  this  Lease  shall  remain  in  m  for    ^e^oZST  ,°"  ^  "S  °r  on  la«d ^  *d 

between  operations.  enect  as  t0  a"  deP*s  so  long  as  no  more  than  ninety  (90)  days  elapse 

i    *™£Ss%  -^rn!sass?i  srr in  ,his  Uase> Lessee  sha"  -  >*»  *• 

I  axJumdrecLfeet  (600>)  of  the  leased  premises   Lessee  shall  LTh     f"3'  T^0"5  °n  11,6  leased  Poises  or  within 
herem,  or  by  directional  or  horizontal  driZg  comment  from  ^  T  ^  Premises  *  P°°ling>  «  P™iZ 

reasonable  efforts  not  to  use  residential  or^ElS  « nS"  T°"  °1  ^  ^  LeSsee  *ha»  ™^ 
lands  pooled  therewith  or  otherwise.  £nD°™ood  streets  or  thoroughfares  in  developing  the  leased  premises,  any 

the  oil  and  gas  industry,  the  level  and  ZZ^ZZ^  tTZ^0"^  e^meM  »d  *<*»°'W  in 

sites  and  the  fact  Lessee's  operations  are  b^c^^jt^Z,^  t^T  h  'he  ^  °f  Le-ee'sl.l 
electric-powered  equipment  in  its  operations  Lessee  shall  Lke ara"Urb?"  res,dent,al  If  Lessee  utilizes  any  non- 
mstalling  a  noise  suppression  muffler  or  like  equipment.  3616  *epS  *°  muffle  the  sound  «°<»  by 

12,    Regulatory  Requirement        pnrrr  w.»:r„,.r     ,  a„     ,     ...  . 
^'^s^3"^^^  Tder  this  L— •  wither  express  or 

junsd,ct,on,  including  environmental  regulations  ^XS^J^  ^  ^  Sovernmental  a»thority  having 
wells,  and  the  price  of  oil,  gas  and  o^s^Z^t^S^  '7  °"     .I"'""8  a"d  "roducti°"  °f 

orders  are  less  restrictive  than  the  terms  of  this  Lease thtl Z h ',,  the,extem  any  such  laws,  rules,  regulations  or 
other  operations  are  prevented  or  d«Z£d Z  sucTS,   ™t™?  7^"  dri"ing'  KWOrkin&  P'°d»«™  « 

permits,  equipment,  services,  materialman  dectS  te  '  ?  °r  ^  "  "y  inabi'ity  t0  obtain  "<»*«"> 
conditions,  war,  sabotage,  rebellion,  ins^on  riot^tri* or  ar^H'  ea~s  °r  by  fire,  flood,  adverse  ^ 
market  for  production  or  failure  of  purchasers  o ^c^rsTo  LTn  1  "  '  ^  by  mMUty  t0  °btain  a  ^factory 
reasonably  within  Lessee's  control  'l^^Z^^^^  V^M^JttK^^  °r  by  any  °,her  cause  n<* 
option,  the  period  of  such  prevention or  de ™m  \?J£^£ZZ!  ""^T  ^  ^  md  at  UsSee'S 
any  express  or  implied  covenants  of  this  LeTe  when  Hrinfn       ^   f  f  We  sha"  not  be  liable  for  br^h  of 

interrupted.  6386  When  dnl,,nS'  Prod««'°n  or  other  operations  are  so  prevented,  delayed  or 

heir,,  successor,  aU assCS^ ^XSTaSr:  n"  h^' 
action  of  every  nature,  or  other  harm,  including  eTiroVm^.  'i,        /  ^      a"d  a"y  aCtions  and  causes  of 
including,  but  not  limited  to,  ail  Zes  and 5lZ TLT'T^u"  ot  «  *>«g»«. 

employees  and  agents  arising  out  of,  incidZ^T^ZumlZVZ  ^  "f^  °f  Le"ee'  °fficere' 
leased  premises  or  at  the  driU  site  or  operafons  of  or  for  Lessee  on  or  under  the 

any  of  the  terms  or  provisions  of  thisTase.Tr  bt  anv  ^  *  7  °-  be  occasioned  Les^'*  breach  of 
Further,  Lessee  hereby  agrees  to  be  Uable  to  e*L  JZt  Z  f  "1  7  SMcUy  UaWe  act  or  omissk,n  of  Les»*- 
against  any  and  all  c  JmsSmes,  lo^es  damaaeractio^  mn,fy^end  h°'d  barm,eSS  the  'jessor  P**™ 
costs  and  expenses,  or  other  hariS  to  ^5^^,13^  "^T*  ^  d^fc>- 

contract,  statute  or  strict  liability,  inciud.n^ \ZZ7fl  and  X  .'""f  ^  """^  ^  ^  'mcludi^ 
environmental  hazards  on  or  under  the  M^SLTj^^J^  ^'T'  th0Se  re,ated  to 

to  Lessee's  failure  to  comDlv  with  *a„P     -  6  dn"  s,te  or  °P"-ations  site  or  in  any  way  related 

Lessee's  operations  or ^^JZ^^^^^^Z  7™*  ^  "*  "  a"y  ™y  ™,ated  * 
operations  site;  those  arising  from  Lesse^T  1^1.  ,.  ""^J"6  premises  or  at  the  dri"  site 

may  arise  out  of  or  be  *cJ^£ZZ£?££  oVwrtZ^™  "'^  V*™*"'  a"d  ,hose  tha« 

act  or  omission  of  Lessee,  its  directoi^^cers^l^?    «  provisions  of  this  Le^«  »>"  any  other 


««•    ISPJ^Pe^.  There  shall  be  no  prohibition  or  limitation  on  top  ieasing. 
a"!  ^m^^^f^^Zl^.  diSPUte  ariSing  ""^ tWs  ^  sha»  Iie  »  T-r-nt  County,  Texas,  where 

'.3KE  SSTj-i  be  ^.V^6  "r  premises> gove— - 

v,c  mty  surface  ocations  for  well  sites  in  the  v  (^lited  n^?     fl"S  ,eaSe  and/or  °ther  "««  -  the 

surface  locat,o„(s)  for  drilling,  reworking  or  other  opemions  T^e  'T^  may  enC0Unter  difficulty  "curing 

either  restncted  or  not  allowed  on  the  lease  premi^^er  ^^V'^.^lmgi,  reworking  or  other  operations  arf 
conducted  at  a  surface  location  off  of  the  lease  premTse?or  n^  f     ,  "  fa  agreed  that  "V  su<*  operations 

accordance  with  this  lease,  provided  that  such  oneS  1         !  T^'*  Which  the  lease  Prel"ises  are  pooled™ 
reworking,  producing  or  otner  optnJ^^^Z^^^di^  ™»      the  purpose  oKn 
lease  be  deemed  operations  conducted  on  the  lease  Si  ^  ^  ^  for  purposes  of 

years  as  to  all  or  any  portion  of  the  acreage  men  talS^ST    ,?       "8  fm  '  period  of  2 ) 

requ.red  by  Lessee  to  exercise  such  option  behg  the  payment  toTt  tn  7  t  T™  """^  S°  eXtended  The  ™Wo>7 
named  herein)  and/or  such  parties  entitled  undef  any  chTge  o  ownTh  n'     ^  f^'  * the  dep°sit0I>  bank 
I  co„SIderatio„  of  the  sum  ^XmixImJbs^^mTZ^  8 '°  TXOrds'  w  additional 

to  such  payment  at  such  tim^rfSSnrfR^  SdS  If  th,?,"   "  "y  *e  par*  entitled 

acreage  then  covered  hereby,  Lessee  shall  designate  suS  Z^ll^^^  "  to       3  <*>rti°"  of  ^ 

,  a^^^  -  <~ >  i-rpreted  and  enforced 

herem  be  determined  to  be  invalid  by  a  counTcZ^7Z  ^  !  ^  Should  any  of  the  provisions 
^^^mo^j^UMh^^^^S^^Z.tt  ,S  a?eed  that  this  sha»  »°<  affect  the 
determined  to  be  invalid  to  effectuate  the  v^TSTc^Tt^  §  f  '°  T80"'^ that  provision  so 
titles  appearing  in  this  Lease  are  for  convenLe  Mh^SSf^  h  1  law,re«ardm8  such  P™"™-  The  section 
Lease.  This  Lease  may  be  executed  in  £T£^L%L£t  J*  f  TuT  dete""'ne  the  c™struction  of  this 
which  shall  constitute  one  and  the  tame  instLl,  w  T      T  f  Wh'Ch  Sha"  be  deemed  an  oriSinaI'  b«  all  of 

feminine  or  neuter  gender,  shaU  be^  ""  ^  0^^  Tt  "  "  T $  ^  'n  *»  maSculine' 
this  Lease.  the  otner(s)  as  the  context  to  effectuate  the  full  purposes  of 

execution  17"Z!^o^7^^:  'T™  "  ^  ^  ab™'  b»<  »P°» 

assigns,  whether  or  not  thfs  Lease  hJK^£R£^  -essors  and 


Billy  W.  Jack 


STATE  OF  TEXAS  § 


Alfrieda 


p.  Jackson  ' 


COUNTY  OF  TARRANT  § 

3ST  ^  ^  aCknOW,edged  me  °"  the  24       °fJ^««>  'yJ-kW,***-*  ^e,  A.frieda  T. 


,  BRUCE  AARON  SNYDER 

\  Notw  Pubiic.  Siate  of  Texas 

I  Mv  Commission  Expires 

*  April  08.  2012__ 
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10  from  JwiWi™!^  more 
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